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COLORADO CONSUMER EQUITY PROTECTION ACT 

PART 1 
OBLIGOR PROTECTION 

5-3.5-101. Definitions.  
As used in this article, unless the context otherwise requires:  

 
(1) "Bridge loan" means temporary or short-term financing with a maturity of less 

than eighteen months that requires payments of only interest until the entire unpaid 
balance is due and payable.  
 

(2) "Covered loan" means a consumer credit transaction secured by property located 
within this state that is considered a mortgage under section 152 of the federal "Home 
Ownership and Equity Protection Act of 1994", 15 U.S.C. sec. 1602 (aa), as amended, 
and regulations adopted pursuant thereto by the federal reserve board, including, without 
limitation, 12 CFR 226.32, as amended; except that, if the total points and fees paid by 
the obligor at or before closing exceed six percent of the total loan amount, such loan 
shall be deemed to be a covered loan if the transaction otherwise meets the requirements 
of this subsection (2).  
 

(3) "Lender" means any individual or entity that originates one or more covered 
loans. The individual or entity to whom a covered loan is initially payable, either on the 
face of the note or contract or by agreement when there is no note or contract, shall be 
deemed to be the lender.  
 

(4) "Mortgage broker" means a person other than an employee or exclusive agent of a 
lender who, for compensation, brings an obligor and lender together to obtain a covered 
loan.  
 

(5) "Obligor" means each obligor, co-obligor, co-signer, or grantor obligated to repay 
a covered loan.  
 

(6) "Political subdivision" means a county, city and county, city, town, service 
authority, school district, local improvement district, law enforcement authority, city or 
county housing authority, or water, sanitation, fire protection, metropolitan, irrigation, 
drainage, or other special district or any other kind of municipal, quasi-municipal, or 
public corporation organized pursuant to law.  
 

(7) "Principal balance" means the amount financed plus prepaid finance charges as 
defined in the federal "Truth in Lending Act", 15 U.S.C. sec. 1601 et. seq., as amended.  
 

(8) "Servicer" has the same meaning as set forth in section 2605 (i) (2) of the federal 
"Real Estate Settlement Procedures Act of 1974", 12 U.S.C. sec. 2601 et. seq., as 
amended.  
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5-3.5-102. Protection of obligors.  

(1) A covered loan is subject to the following limitations:  
 

(a) Limitation on balloon payment. No covered loan may contain a provision for a 
scheduled payment that is more than twice as large as the average of earlier regularly 
scheduled payments, unless such balloon payment becomes due and payable not less than 
one hundred twenty months after the date of execution of the loan. This prohibition does 
not apply when the payment schedule is adjusted to account for the seasonal or irregular 
income of the obligor or if the purpose of the loan is a bridge loan connected with, or 
related to, the acquisition or construction of a dwelling intended to become the obligor's 
principal dwelling.  
 

(b) No call provision. No covered loan may contain a call provision that permits the 
lender, in its sole discretion, to accelerate the indebtedness. This prohibition shall not 
apply when:  
 

(I) Acceleration of repayment of the loan is justified:  
 

(A) By default in which the obligor fails to meet the repayment terms of the 
agreement for any outstanding balance; or  
 

(B) Pursuant to a due-on-sale provision;  
 

(II) There is fraud or material misrepresentation by an obligor in connection with the 
loan;  
 

(III) There is a provision permitting acceleration if the lender, in good faith, believes 
itself to be materially insecure or believes that the prospect of future payment has become 
materially impaired; or  
 

(IV) There is any action or inaction by the obligor that adversely affects the lender's 
security for the loan or any rights of the lender in such security.  
 

(c) No negative amortization. No covered loan may contract for a payment schedule 
with regular periodic payments that cause the principal balance to increase; except that 
this paragraph (c) shall not prohibit negative amortization as a consequence of a 
temporary forbearance or restructure sought by the obligor.  
 

(d) No increased interest rate upon default. No covered loan may contract for any 
increase in the interest rate as a result of a default; except that this paragraph (d) shall not 
apply to periodic interest rate changes in a variable rate loan that is otherwise consistent 
with the provisions of the loan agreement if the change in the interest rate is not 
occasioned by the event of default or a permissible acceleration of the indebtedness.  
 

(e) Limitations on mandatory arbitration clauses. No covered loan may be subject 
to a mandatory arbitration clause that:  
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(I) Does not comply with rules set forth by a nationally recognized arbitration 

organization such as the American arbitration association;  
 

(II) Does not require the arbitration proceeding to be conducted:  
 

(A) Within the federal judicial district in which the subject property is located;  
 

(B) In the city nearest the obligor's residence where a federal district court is located; 
or  
 

(C) At such other location as may be mutually agreed upon by the parties;  
 

(III) Does not require the lender to contribute at least fifty percent of the amount of 
any filing fee; and  
 

(IV) Does not require the lender to pay standard daily arbitration fees, both its own 
and those of the obligor, for at least the first day of arbitration.  
 

(f) No advance payments. No covered loan may include terms under which any 
periodic payments required under the loan are paid in advance from the loan proceeds 
provided to the obligor.  
 

(g) Limitations on prepayment fees. (I) First thirty-six months only. A 
prepayment fee or penalty shall be permitted only on a refinance to a different lender 
other than pursuant to a sale and only during the first thirty-six months after the date of 
execution of a covered loan. Prepayment fees and penalties shall not exceed six months' 
interest for prepayment within the first three years of the loan. The prepayment fees or 
penalties permitted by this paragraph (g) shall apply only to covered loans that are 
secured by a first mortgage, deed of trust, or security interest to refinance, by amendment, 
payoff, or otherwise, an existing loan made to finance the acquisition or construction of a 
dwelling, including a refinance loan providing additional sums of money for any purpose, 
regardless of whether related to acquisition or construction. No prepayment fees or 
penalties shall be included in the loan documents or charged to the obligor for 
prepayment:  
 

(A) After the third year of the loan;  
 

(B) Pursuant to a refinance with the same lender; or  
 

(C) That is partial.  
 

(II) No prepayment fees for certain refinancing. No prepayment fee or penalty 
may be charged on a refinancing of a covered loan if the covered loan being refinanced is 
owned by the refinancing lender at the time of such refinancing.  
 

(III) Lender must offer choice. A lender shall not include a prepayment penalty fee 
in a covered loan unless the lender offers the obligor the option of choosing a loan 
product without a prepayment penalty fee. A lender shall be deemed to have complied 
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with this requirement if the obligor receives and executes the following disclosure, which 
may be incorporated with any other required disclosure:  

 
 

"LOAN PRODUCT CHOICE 
I was provided with an offer to accept a product both with and without a 

prepayment penalty provision. I have chosen to accept the product ______ with 
/ _____ without a prepayment penalty." 

 
5-3.5-103. Restricted acts and practices.  

(1) The following acts and practices are prohibited in the making of a covered loan:  
 

(a) No lending without cautionary notice. (I) A lender may not make a covered 
loan unless the lender or a mortgage broker has given the following notice, or a 
substantially similar notice, in writing to the obligor within a reasonable period of time 
after determining that the loan would result in a covered loan, but no later than the time 
by which the notice is required under the notice provision contained in 12 CFR 226.31 
(c), as amended: 

 
"CONSUMER CAUTION 

 
If you obtain this loan, the lender will have a mortgage in Colorado; this is a 

deed of trust on your home. You could lose your home, and any money you have put 
into it, if you do not meet your obligations under the loan. Mortgage loan rates and 
closing costs and fees vary based on many factors, including your particular credit 
and financial circumstances, your earnings history, the loan-to-value requested, and 
the type of property that will secure your loan. The loan rate and fees could vary 
based on which lender or broker you select. 

 
You are not required to complete any loan agreement merely because you have 

received these disclosures or have signed a loan application. If you proceed with this 
mortgage loan, you should also remember that you may face serious financial risks if 
you use this loan to pay off credit card debts and other debts in connection with this 
transaction and then later incur significant new credit card charges or other debts. If 
you continue to accumulate debt after this loan is closed and then experience 
financial difficulties, you could lose your home and any equity you have in it if you 
do not meet your mortgage loan obligations. 

 
Property taxes and homeowner's insurance are your responsibility. Not all 

lenders provide escrow services for these payments. You should ask your lender 
about these services. 

 
Your payments on existing debts contribute to your credit ratings. You should 

not accept any advice to ignore your regular payments to your existing creditors." 
 

(II) It shall be a rebuttable presumption that a lender or broker has met its obligation 
to provide this disclosure if the consumer provides the lender or broker with a signed 
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acknowledgment of receipt of a copy of the notice set forth in subparagraph (I) of this 
paragraph (a).  
 

(b) No lending without due regard to repayment ability. (I) A lender may not 
make a covered loan to a consumer based on the consumer's collateral without regard to 
the consumer's repayment ability, including the consumer's current and expected income, 
current obligations, and employment.  
 

(II) There is a presumption that a creditor has violated this paragraph (b) if the 
creditor engages in a pattern or practice of making loans subject to 12 CFR 226.32 
without verifying and documenting consumers' repayment abilities.  
 

(III) (A) In the case of a stated income loan, the reasonable basis for believing that 
there are sufficient funds to support the covered loan may not be based solely on the 
income stated by the obligor, but may include other information in the possession of the 
lender after the solicitation of all information that the lender customarily solicits in 
connection with stated income loans. A lender shall not knowingly or willfully originate a 
covered loan as a stated income loan with the intent of evading this subparagraph (III).  
 

(B) A person who willfully and knowingly gives false or inaccurate information or 
fails to provide information that the person is required to disclose pursuant to applicable 
law may have violated and may be subject to penalties established in 15 U.S.C. sec. 1611.  
 

(c) Refinancing within a one-year period. Within one year after having extended 
credit subject to this article, no lender shall refinance any covered loan to the same 
obligor into another covered loan unless the refinancing is in the obligor's interest. An 
assignee holding or servicing an extension of mortgage credit subject to this article shall 
not, for the remainder of the one-year period following the date of origination of the 
credit, refinance any covered loan to the same obligor into another covered loan unless 
the refinancing is in the obligor's interest. A creditor or assignee shall not engage in acts 
or practices to evade this paragraph (c), including a pattern or practice of arranging for 
the refinancing of its own loans by affiliated or unaffiliated creditors, or modifying a loan 
agreement, regardless of whether the existing loan is satisfied and replaced by the new 
loan, and charging a fee.  
 

(d) No refinancing certain low-rate loans. A lender shall not replace or consolidate 
a zero interest rate, or other low-rate, loan made by a governmental or nonprofit lender 
with a covered loan within the first ten years after the low-rate loan was made unless the 
current holder of the loan consents in writing to the refinancing. For purposes of this 
paragraph (d), a "low-rate" loan is a loan that carries a current interest rate two 
percentage points or more below the current yield on United States department of the 
treasury securities with a comparable maturity. If the loan's current interest rate is either a 
discounted introductory rate or a rate that automatically steps up over time, then the fully-
indexed rate or the fully stepped-up rate, as appropriate, should be used in lieu of the 
current rate to determine whether a loan is a low-rate loan.  
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(e) Restrictions on covered loan proceeds to pay home improvement contracts. A 
lender shall not pay a contractor under a home-improvement contract from the proceeds 
of a covered loan other than by an instrument payable to the obligor or jointly to the 
obligor and the contractor or, at the election of the obligor, through a third-party escrow 
agent in accordance with terms established in a written agreement signed by the obligor, 
the lender, and the contractor prior to the disbursement of funds to the contractor.  
 

(f) No financing of credit insurance. No covered loan may include, directly or 
indirectly, financing of any premiums for any credit life, credit disability, credit property, 
or credit unemployment insurance, any other life or health insurance products, or any 
payments for any debt cancellation or suspension agreement or contracts; except that 
calculated insurance premiums or debt cancellation or suspension fees paid on a monthly 
basis shall not be considered to have been financed by the lender for purposes of this 
paragraph (f).  
 

(g) No recommending default. No lender shall recommend or encourage default on 
an existing loan or other debt prior to and in connection with the closing or planned 
closing of a covered loan that refinances all or any portion of such existing loan or debt.  
 

(h) No fee for payoff quote. No creditor may charge a fee for informing or 
transmitting to any person the balance due to pay off a covered loan or to provide a 
release upon prepayment. A creditor shall provide a payoff balance within a reasonable 
time after a request, but in any event not more than five business days after a written 
request.  
 
5-3.5-104. Reporting to credit bureaus.  

A lender or its servicer shall report at least quarterly both the favorable and 
unfavorable payment history information of the obligor on payments due to the lender on 
a covered loan to a nationally recognized consumer credit reporting agency. This section 
shall not prevent a lender or its servicer from agreeing with the obligor not to report 
specified payment history information in the event of a resolved or unresolved dispute 
with an obligor, and shall not apply to covered loans held or serviced by a lender for less 
than ninety days.  
 
PART 2 

ENFORCEMENT AND LIABILITY  
5-3.5-201. Enforcement - liability.  

The attorney general and any obligor of a covered loan may enforce this article with 
respect to such covered loan in the manner provided for violations of the federal "Home 
Ownership and Equity Protection Act of 1994", 15 U.S.C. sec. 1639, and regulations 
adopted pursuant thereto by the federal reserve board, including, without limitation, 12 
CFR 226.32, as set forth in the federal "Truth in Lending Act", 15 U.S.C. sec. 1640, and 
regulations adopted pursuant thereto by the federal reserve board, including the 
provisions on civil liability, class actions, rescission, correction, and bona fide error. 
Persons engaged in the purchase, sale, assignment, securitization, or servicing of covered 
loans shall be liable under this article for the action or inaction of persons originating 
such loans only in the manner and to the extent provided for violation of the federal 
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"Home Ownership and Equity Protection Act of 1994" and the federal "Truth in Lending 
Act", 15 U.S.C. sec. 1641, and regulations adopted pursuant thereto by the federal reserve 
board.  

 
PART 3 

MISCELLANEOUS PROVISIONS  
5-3.5-301. Effective date - applicability.  

Section 5-3.5-303 is intended to restate and confirm the existing law of this state, 
namely that the laws of this state relating to the financial and lending activities are to be 
applied on a uniform, statewide basis. Parts 1 and 2 of this article shall take effect 
January 1, 2003. This part 3 shall take effect upon passage. This article shall apply to 
covered loans offered or entered into on or after January 1, 2003.  
 
5-3.5-302. Severability.  

The provisions of this article are severable and if any of its provisions are held 
unconstitutional, the decision of the court shall not affect or impair any of the remaining 
provisions of this article. It is hereby declared to be the legislative intent that this article 
would have been adopted if the unconstitutional provisions had not been included.  
 
5-3.5-303. Relationship to other laws.  

(1) General rule. All political subdivisions of this state, including municipalities, 
shall be prohibited from enacting and enforcing ordinances, resolutions, and regulations 
pertaining to lending activities.  
 

(2) Preemption. Any provision of this article preempted by federal law with respect 
to a national bank or federal savings association shall also, to the same extent, not apply 
to an operating subsidiary of a national bank or federal savings association that satisfies 
the requirements for operating subsidiaries established in 12 CFR 5.34, relating to 
operating subsidiaries, or 12 CFR 559.3, relating to the characteristics of and 
requirements for subordinate organizations of federal savings associations, nor to a bank 
chartered under the laws of Colorado or any operating subsidiary of such a state chartered 
bank.  
 

(3) Interpretation. The provisions of this article shall be interpreted and applied to 
the fullest extent practical in a manner consistent with applicable federal laws and 
regulations, and shall not be deemed to constitute an attempt to override federal law. 
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